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OATH OR AFFIRMATION

STEVEN T. GRANT ., swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

GRANT WILLIAMS, L.P. ‘ as of

FERRUARY 23 2004 are true and correct. | further swear (or affirm) that peither the company

nor any partner, proprietor, principal officer or director has any propneta.ry interest in any account classified soley as that of
a customer, ecccpt as follows: 4
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Member, Pennsytvania Assodiation Of Notaries

This report*® contains (check all applicable boxes): .

(RERAY

(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders” Equity or Partners’ or Sole Proprietor’s Capital.

(f) Statement of Changes in anbxhucs Subordmted 1o Claims of Creditors.

(g) Computation of Net Capital, ‘

(h) Computation for Determination of Rcscrvt Requirements Pussuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

(3) A Reconciliation, including appropriate explanauon, of the Computadon of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3."

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with r:spccx to methods of con-
solidation. <

(I An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

(n) A repon describing any material inadequacies found to exist or found to have existed since the date of the previous audit..

**For condirions of confidential treatment of certain portions of this filing, sée section 240.17a-5(e)(3).
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Report of Independent Auditors

To the General Partner
Grant Williams, L.P.
Philadelphia, PA 19103

We have audited the accompanying statement of financial condition of Grant Williams, L.P. (a
Pennsylvania Limited Partnership) (the Company) as of December 31, 2003 and the related
statements of income, changes in partners’ capital, changes in liabilities subordinated to general
creditors, and cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our

- audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Grant Williams, L.P. at December 31, 2003, and the results of their operations
and their cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule I is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by rule 17a-5 under the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

éw enppons Conparg. L. /
rinker, Simpson & Company, L.L.P.

Certified Public Accountants
Springfield, Pennsylvania
February 18, 2004
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GRANT WILLIAMS, L.P.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2003

(See Accountants Report)

ASSETS

Cash

Deposit with Clearing Organization

Receivable from Clearing Organization

Receivable-Other

Accrued Interest

Marketable Securities Owned, at market value

Prepaid Expenses

Furniture and Equipment Net of Accumulated
Depreciation of $1,523

Exchange

Deposits

Total Assets

LIABILITIES AND PARTNERS' CAPITAL

Liabilities

Payable to Clearing Organization

Accounts Payable and Accrued Expenses

Total Liabilities

Subordinated Borrowings

Partners' Capital

Total Liabilities and
Partners' Capital

(the accompanying notes are an integral part of these statements)

2

$13,812
100,000
29,652
25,968
28,372
4,125,578
11,335

1,939
14,079
2,500

$4,353,235

$2,878,882

68,789

2,947,671
1,100,000

305,564

$4,353,235




GRANT WILLIAMS, L.P.
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2003

(See Accountants Report)

REVENUE:

Principal Transactions $1,319,137

Commissions 8,641

Advisory Fees 42 458

Interest 249,410
Total Revenue $1,619,646

OPERATING EXPENSES:
Personnel Expenses

Payroll 626,203

Payroll - Taxes 39,995

Employee Benefits 37,677
Total Personnel Expenses 703,875

Other Expenses:

Advertising 690

Amortization 1,960

Clearing Expense 142,237

Commissions 290,333

Contributions 400

Depreciation 1,523

Insurance 466

Interest 285,085

Meals and Entertainment 8,962

Office Expense 35,429

Professional Fees 37,094

Promotion 2,452

Quote and Data Services 82,795

Recruiting 900

Regulatory Fees 8,567

Rent 26,659

Research 2,300

Telephone 23,464

Travel 22,407
Total Other Expenses 973,723
Total Operating Expenses 1,677,598
Net Income (Loss) (857,952)

(the accompanying notes are an integral part of these statements)
3



GRANT WILLIAMS, L.P.
STATEMENT OF CHANGES IN PARTNERS' CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2003

(See Accountants Report)

PARTNERS'

CAPITAL

Opening Balance @ 1-1-03 $163,516
Capital Contributed 200,000
Net Income (Loss) (57,952)
Ending Balance @ 12-31-03 $305,564

(the accompanying notes are an integral part of these statements)
4



GRANT WILLIAMS, L.P.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31. 2003

(See Accountants Report)

Cash Flows From Operating Activities:

Net Income (Loss) ($57,952)
Adjustments to reconcile net income to net

cash provided by operating activities:

Amortization/Depreciation 3,483
(Increase)/Decrease in Operating Assets:
Receivable - Clearing Organization 26,008
Receivable - Other (25,968)
Accrued Interest (14,122)
Securities, Net (2,164,172)
Prepaid Expenses (11,335)
Exchange (14,079)
Increase/(Decrease) in Operating Liabilities:
Payable to Clearing Organization 2,062,655
Accounts Payable and Accrued Expenses 3,859
Net Cash (Used In) Operating Activities (191,623)
Cash Flows From Investing Activities:
Acquisition of Furniture & Equipment (3,462)
Deposit on Furniture & Equipment (2,500)
Net Cash (Used In) Investing Activities (5,962)
Cash Flows From Financing Activities:
Partners' Capital Contributions 200,000
Net Cash Provided By Financing Activities 200,000
Net Increase in Cash 2,415
Beginning Cash Balance 11,397
Ending Cash Balance $13,812
Supplemental Disclosure of Cash Flow Information:
Amount Paid for Interest $280,555

(the accompanying notes are an integral part of these statements)
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GRANT WILLIAMS, L.P.
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO GENERAL CREDITORS
FOR THE YEAR ENDED DECEMBER 31. 2003

(See Accountants Report)

Subordinated Borrowings, January 1, 2003 and December 31, 2003 $1,100.000

(the accompanying notes are an integral part of these statements)
6



GRANT WILLIAMS, L.P.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2003

Note 1 — Nature of ﬁusiness

Grant Williams, L.P. (Company), a Pennsylvania Limited Partnership, operates as a broker-dealer
of investment securities registered with the Securities and Exchange Commission (SEC) and is a
member of the National Association of Securities Dealers (NASD).

Note 2 — Summary of Significant Accounting Policies

Basis of Presentation

The Company is engaged in a single line of business as a securities broker-dealer, which
comprises several classes of services, including principal transactions, agency transactions, and
advisory services.

Securities Transactions

Proprietary security transactions in debt and equity securities are recorded on a settlement date
basis. Proprietary security transactions in options and futures are recorded on a trade date basis, as if
they had settled. Profit and loss from debt and equity securities transactions entered into for the
account and risk of the Company are recorded on a settlement basis. Profit and loss from security
transactions in options and futures transactions entered into for the account and risk of the Company
are recorded on a trade date basis.

Amounts receivable and payable for those securities transactions reported on a trade date basis

that have not reached their contractual settlement date are recorded net on the statement of financial
condition.

Marketable securities are valued at market value, and securities not readily marketable are valued
at fair value as determined by management.

Commissions
Commissions and related clearing expenses are recorded on a settlement date basis.

Income Taxes

The Company operates as a partnership for tax filing purposes. As such, all items of
income and loss pass through to the partners and are taxed at their respective rates.
There 1s no provision for income taxes included on these statements.

-



GRANT WILLIAMS, L.P.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2003

Note 2 — Summary of Significant Accounting Policies — continued

Depreciation
Depreciation is provided using accelerated methods over estimated useful lives of five years.

Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Company has defined cash equivalents as highly
liquid investments, with original maturities of less than ninety days that are not held for sale in the
ordinary course of business.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect amounts reported in the financial statements and accompanying notes. Actual
results could differ from those estimates.

Note 3 — Receivable From and Pavyable To Clearing Organizations

The Company clears all of its proprietary and customer transactions through other broker-dealers
on a fully disclosed basis. The amount payable to the clearing broker relates to the aforementioned
transactions and is collateralized by securities owned by the Company.

Note 4 — Receivable - Other

The Company performed subadvisory services in 2003 for a registered investment advisor from
whom the Company also sublet office space where its broker-dealer operations were housed in 2003.
There is no formal lease agreement between the Company and the registered investment advisor for
the sublet office space.

The amount due the Company from the registered investment advisor as reflected on the statement
of financial condition at December 31, 2003 has been offset by rental charges and other
miscellaneous items due the registered investment advisor under the sublet arrangement as of that
date. Rent expense for 2003 under the sublet arrangement was $29,650.
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GRANT WILLIAMS, L.P.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2003

Note 5 — Securities Owned

Marketable securities owned consist of trading and investment securities at market values as
follows:

Obligations of U.S. Government $1,941,181
State and Municipal Obligations 2,176,703

Corporate Stock 2,835
Options 4,859
Total 4,125,578

All securities held by the Company at December 31, 2003 were readily marketable.

Note 6 — Subordinated Borrowings

The borrowings under subordination agreements with a limited partner at December 31, 2003, are
listed in the following:

Subordinated Note, 9 percent, due March 31, 2005 $ 650,000
Subordinated Note, 9 percent, due March 31, 2006 450,000
Total $1,100.000

The subordinated borrowings are allowable in computing net capital under the SEC’s uniform net
capital rule. To the extent such borrowings are required for the Company’s continued compliance
with minimum net capital requirements, they may not be repaid.

Note 7 — 401k Plan

The Company maintains a 401k retirement plan covering all eligible employees who elect to
participate. This is a salary deferral plan. The Company does not make matching or discretionary
contributions to the plan. Employee voluntary contributions are vested at all times.



GRANT WILLIAMS, L.P.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2003

Note 8 — Financial Instruments

Accounting Policies

Derivative financial instruments used for trading purposes, including hedges of trading
instruments, are carried at market value. Market values for exchange traded derivatives, principally
futures and options, are based on quoted market prices.

Derivatives used for hedging purposes include futures, purchased options, and written options.
Unrealized gains or losses on these derivative contracts are recorded on the same basis as the
underlying assets or liabilities (that is, hedges of financial instruments that are marked to market are
also marked to market and recognized currently in the statement of income, while hedges of financial
instruments recorded at cost of anticipated transactions are deferred). Unrealized gains and losses
resulting from hedges of marked-to-market financial instruments are recorded in trading revenues.

Fair values of option contracts are recorded in securities owned or securities sold, not yet
purchased, as appropriate. Open equity in futures transactions are recorded as receivables from and

payables to clearing organizations as applicable.

Premiums and unrealized gains for written and purchased option contracts are recognized gross in
the statement of financial condition.

Fair Value of Financial Instruments

The financial instruments of the Company are reported in the statement of financial condition at
market or fair values, or at carrying amounts that approximate fair value because of short maturity of
the instruments, except deposit with clearing organization and subordinated borrowings. The
Company estimates that the fair values of these financial instruments at December 31, 2003 do not
differ materially from the carrying values on the accompanying statement of financial condition.

Financial Instruments with Off-Balance-Sheet Risk

The Company enters into various transactions involving derivatives and other off-balance-sheet
financial instruments. These financial instruments include futures, options, securities purchased and
sold on a when-issued basis (when issued securities), and delayed deliveries. These derivative
financial instruments are used to meet the needs of customers, conduct trading activities, and manage
market risks and are, therefore, subject to varying degrees of market and credit risk. Derivative
transactions are entered into for trading purposes or to hedge other positions or transactions.

10



GRANT WILLIAMS, L.P.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2003

Note 8 — Financial Instruments - continued

Financial Instruments with Off-Balance-Sheet Risk-continued

Futures and when-issued securities provide for the delayed delivery of the underlying instrument.
As a writer of options, the Company receives a premium in exchange for giving the counterparty the
right to buy or sell the security at a future date at a contracted price. The contractual or notional
amounts related to these financial instruments reflect the volume and activity and do not reflect the
amounts at risk. Futures contracts are executed on an exchange, and cash settlement is made on a
daily basis for market movements. Accordingly, futures contracts generally do not have credit risk.
The credit risk for options is limited to the unrealized market valuation gains recorded in the
statement of financial condition. There is no credit risk for when-issued securities, as valuation gains
are not recognized on unsettled debt security transactions. Market risk is substantially dependent
upon the value of the underlying financial instruments and is affected by market forces such as
volatility and changes in interest rates.

Quantitative Disclosures for Derivative Financial Instruments Used for Trading Purposes

As of December 31, 2003, the gross contractual or notional amounts of derivative financial
instruments used for trading purposes consisted of options held with a value of $4,859.

All of the Company’s derivatives with off-balance-sheet risk are short-term in duration with
maturities of less than one year.

Concentrations of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties
primarily include broker-dealers, banks, and other financial institutions. In the event counterparties
do not fulfill their obligations, the Company may be exposed to risk. The risk to default depends on
the credit worthiness of the counterparty or issuer of the instrument. It is the Company’s policy to
review, as necessary, the credit standing of each counterparty.

Note 9 - Commitments and Contingent Liabilities

The Company has an outstanding letter-of credit agreement for $20,000 used to secure its

performance under a lease agreement for office space. This agreement expires December 31, 2005.
The letter-of credit is guaranteed by a limited partner.

11



GRANT WILLIAMS, L.P.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2003

Note 9 — Commitments and Contingent Liabilities - continued

The Company entered into an operating lease agreement in November, 2003 for office space. The
effective start of the lease is January 1, 2004.

The following is a schedule by years of future minimum payments required under the operating
lease as of December 31, 2003:

Year

2004 $32,338

2005 32,338
Total minimum payments required $64.676

Note 10 — Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December
31, 2003, the Company had net capital of $1,104,743, which was $1,004,743 in excess of its required
net capital of $100,000. The Company’s net capital ratio was .08 to 1.

Note 11 — Subsequent Event

On January 12, 2004, the Company entered into a lease for office furniture and equipment. The
economic substance of the lease is that the Company is financing the acquisition of assets through the
lease, and accordingly, it will be recorded in the Company’s assets and liabilities. The lease is
guaranteed by certain limited partners.

The value of leased assets to be included in property and equipment is $73,699.

12
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GRANT WILLIAMS, L.P.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2003

Note 11 - Subsequent Event- continued

The following is a schedule by years of future payments required under the lease together with
their present value at January 12, 2004:

Year Ending December 31,
2004 $20,067
2005 19,967
2006 19,967
2007 19,967
2008 19,967
Total Minimum Lease Payments 99,935
Less: Amount Representing Interest 26,236
Present Value of Minimum Lease Payments $73,699

13
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GRANT WILLIAMS, L.P.
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1 OF
THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31,2003
(See Accountants Report)
Net Capital
Total Partners' Capital $305,564
Add: Subordinated Borrowings Allowable
in Computation of Net Capital 1,100,000
Total Capital and Allowable Subordinations 1,405,564
Deduction and/or Charges:
Non Allowable Assets:
Receivable - Other 25,968
Prepaid Expenses 11,335
Loans and Exchange 14,079
Furniture and Equipment 1,939
Deposits 2,500
Total Non Allowable Assets 55,821
Net Capital Before Haircuts On Securities Positions 1,349,743
Haircuts on Securities [compiled, where applicable
pursuant to Rule 15¢3-1(f)]
U.S. Government Obligations 88,430
State and Municipal Government Obligations 151,305
Stocks 2,835
Options 2,430
245,000
Net Capital $1,104,743
Aggregate Indebtedness:
Items Included in Statement of Financial Condition
Accounts Payable & Accrued Expenses $68,789
Items Not Included in Statement of Financial Condition
Bank Letter of Credit 20,000
Total Aggregate Indebtedness $88,789
Computation of Basic Net Capital Requirement:
Minimum Net Capital Required $100,000
Excess Net Capital at 1000% 31,095,864
Ratio: Aggregate Indebtedness to Net Capital 8.04%
Excess Net Capital $1,004,743

There is no material difference from the company's computation in Part IIA of Form X-17A-5

as of December 31, 2003 and therefore, a reconcilliation is not included.

(the accompanying notes are an integral part of these statements)

I



Brinker, Simpson & Company, L.L.P.

CERTIFIED PUBLIC ACCOUNTANTS

Thomas M. Brinker, Jr., MS, CPA Old Marple Square
Robert B. Sirqpson, MS, CPA 900 Old Marple Road, Suite 200
Matthew F. Mingey, CPA Springfield, PA 19064
Michasl W. Simpson, CPA (610) 544-5900

Fax (610) 544-7455
www.brinkersimpson.com

Independent Auditor’s Report On Internal Control

To the General Partner
Grant Williams, L.P.
Philadelphia, PA 19103

In planning and performing our audit of the financial statements and supplemental schedules of
Grant Williams, L.P. (the Company), for the year ended December 31, 2003, we considered its
internal control, including control activities for safeguarding securities, in order to detérmine our
auditing procedures for the purpose of expressing our opinion on the consolidated financial
statements and not to provide assurance on the internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g), in
making the periodic computation of aggregate indebtedness and net capital under rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company
does not carry securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in any of the
following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section § of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of controls and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to achieve the SEC’s
above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not absolute assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management’s authorization and
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recorded properly to permit the preparation of financial statements in conformity with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of the
specific internal control components does not reduce to a relatively low level the risk that error or
fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matters involving internal control, including control
activities for safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2003, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the General Partner, management, the
SEC, National Association of Securities Dealers, and other regulatory agencies that rely on rule 17a-
5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers,
and is not intended to be and should not be used by anyone other than these specified parties.
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Brinker, Simpson, & Company, L.L.P.
Certified Public Accountants
Springfield, Pennsylvania
February 18, 2004



